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Good afternoon everyone and welcome to this teach-in session on structural hedging. 

We know that structural hedging programmes have become a key focus area for the market, so I am 

delighted to introduce Dan Fairclough, our Group Treasurer, who will explain what Barclays’ structural hedge 

programme is and how it is managed. 

Please note all the information presented is either illustrative or existing Barclays’ disclosure, but we hope 

that this will provide helpful conceptual background as well as transparency to this important topic. 

Without further ado, I’ll hand over to Dan now. 
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Thank you Marina and good afternoon. 

The agenda today is to cover: 

• How does interest rate risk arise on a bank’s balance sheet? 

• Why are some products subject to a structural hedge rather than hedged directly? 

• What is the purpose of structural hedging? 

• How these hedges are executed? 

• What are the factors that drive the income contribution? 

• What is the process for determining the size and life of the hedge? 

• And I’ll conclude with a reminder of our existing disclosure. 
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The banking book has inherent interest rate risk
Balance sheet consists of a trading book and banking book

Trading book 
assets

Trading book 
liabilities

Banking book 
assets

• Loans & advances

Banking book 
liabilities

• Deposits
• Wholesale funding

Equity

Assets Liabilities

Banking book

 Mix of fixed and floating rate products

 Fixed/floating and duration mismatches lead to interest rate risk

Fixed rate product examples Floating rate product examples

Fixed rate mortgages Variable rate mortgages

Rate insensitive current accounts Credit cards

Term deposits

1

Trading book

 Assets and liabilities broadly matched

 Interest rate risk managed on a broadly matched book basis

Liquidity pool

 

 

Let’s begin on slide 3 with a stylised bank balance sheet. We can split the balance sheet into a “trading book” 

and a “banking book.” 

The trading book contains broadly matched assets and liabilities that are held with trading intent such as 

derivatives and repos. 

Generally, a set level of interest rate risk will be permitted to trading desks, all governed under a bank’s 

market risk management framework. 

The trading book is accounted for at fair value, earnings are recognised as trading income, and any interest 

rate risk is capitalised under the VaR framework. 

Let me turn to the banking book which is the focus for today’s presentation. 

Banking book assets and liabilities consist of a mix of fixed and floating rate products, with varying durations. 

Some example products are shown on the slide. 

 Mismatches between the profile of assets and liabilities create interest rate risk. This whole topic is referred 

to as “interest rate risk in the banking book” or “IRRBB” as it is snappily known. This is the subject of 

considerable regulatory interest, particularly post SVB, which at its heart was an interest rate stress first and 

a liquidity stress second.  

The banking book is mostly accounted for at amortised cost, its earnings recognised as net interest income 

(or NII), and its interest rate risk, net of hedging activity, is generally capitalised in the UK under Pillar 2.  



 

Barclays Bank PLC is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority  
(Financial Services Register No. 122702).  
Registered in England. Registered No. 1026167. Registered office: 1 Churchill Place, London E14 5HP. 

4 | Structural hedge |  November 2023

Treasury proactively manages banking book interest rate risk

1 Product hedges also require behaviouralisation. e.g. Mortgages have prepayment risk and are pre hedged |

Structural hedge eligibility criteria
 Fixed rate or insensitive to rates
 No maturity date
 Expected to remain on the balance sheet

Examples
 Equity
 Products
o Rate insensitive current accounts
o Instant access savings accounts

Product hedge eligibility criteria
 Fixed rate
 Fixed maturity date

Examples
 Fixed rate mortgages
 Consumer loans
 Term deposits

Barclays 
Treasury

Certain liabilities 
and equity

Certain assets 
and liabilities 

Net position

Structural hedge Product hedges

Market

Sources and uses of funding are managed by Treasury on a floating rate basis

• Product hedges: Fixed rate products with a defined maturity are swapped to floating rate1

• Structural hedge: Undated rate insensitive products that are behaviourally stable are swapped to floating rate

2

 

 

Turning to slide 4, where we will cover at high level how Barclays Treasury proactively manages banking book 

interest rate risk. 

As a broad principle, a bank will seek to manage interest rate risk back to a floating rate. 

At Barclays, Treasury performs this role by extracting interest rate risks and undertaking hedging activities 

centrally, the financial result of which is then passed back to the business. 

To do this we refer to two types of hedging programmes, a “product” hedge as shown on the right of the 

slide, and a “structural” hedge as shown on the left. 

Let me cover off the product hedge first – it is relatively simple, and involves products with a fixed rate and 

fixed maturity date. 

Example products include fixed rate mortgages and consumer loans on the asset side, or a fixed rate term 

deposit on the liability side. 

The interest rate risk can be hedged with an interest rate swap, where the receive fixed cash flows from 

assets or pay fixed flows from liabilities are swapped to floating rate. 

This is simple to do given contractual rates and maturities, although additional complexity might arise from 

product features such as prepayment options. Such risks can then be managed at a portfolio level. 

Let me turn to the structural hedge. 
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For liabilities to be eligible for structural hedging, they must meet 3 criteria.  

• Firstly they are fixed rate, or if not fixed rate, then expected to be insensitive to rates; 

• Secondly they have no contractual maturity date; 

• Thirdly they are expected to remain on the balance sheet. 

Some examples include: 

• Equity; and 

• Certain products such as; 

• Rate insensitive current accounts; and  

• A portion of instant access savings accounts. 

Interest rate risk on these products is managed on a portfolio approach, based on a view of their tenor or 

stability – which requires an expectation of customer behaviour. We will go into more detail on structural 

hedge eligibility in later slides. 

To effect the hedge, we use interest rate swaps. These swaps are receive fixed rate, pay floating rate and 

they produce cash flows that match against pay fixed liabilities we are seeking to hedge and the receive 

floating assets on the balance sheet, either from customer assets or cash held at central banks in the 

liquidity pool. 

As a consequence they will smooth income through the interest rate cycle and protect NII from a sharp or 

unexpected fall in rates – more on this to come later. 
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Without structural hedging, margins are subject to volatility
Illustrative example of a rate insensitive current account without structural hedging

…business margins are subject to volatilityWithout hedging…

1. Customers deposit cash in a rate insensitive current account

2. The business pays the customer a 0% fixed rate 

3. The business places the cash with Barclays Treasury

4. Barclays Treasury pays the business floating rate (typically central bank 
rate)

Rate Interest cost Interest income Margin

5.25% 0% 5.25% 5.25%

7.25% 0% 7.25% 7.25%

3.25% 0% 3.25% 3.25%

1

2

3

4

Interest rate risk arises

• The result is floating rate interest income, but fixed rate interest 
cost for the business. As a result, the margin earned will fluctuate

Customer Barclays Business Barclays 
Treasury

Cash Cash

Fixed rate Floating

1

2

3

4

3

 

 

Let me talk through an illustrative scenario on slide 5, that demonstrates in more detail how interest rate risk 

arises in a world without hedging. For reference, we’ve put a diagram map on the top right of the page to 

show you where we’ve zoomed in on the diagram from slide 4. 

As marked “step 1” on the slide, a customer deposits cash in a rate insensitive current account. 

In “step 2”, Barclays pays a 0% fixed rate on this account. 

In “step 3” the business places the cash with Treasury who in turn places it with the Bank of England at an 

overnight floating rate. 

And finally, in “step 4” Treasury reflects this floating rate income earned back to the business. 

Together, the pay fixed and receive float generate an interest rate risk exposure and this exposure will be 

fully reflected in changes to product margins. As you can see illustrated in the table on the bottom right, this 

will be positive for financial performance when rates are rising and negative when rates are falling. 
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With structural hedging, margins are more stable
Illustrative example of a rate insensitive current account with structural hedging

…business margins are more stableWith hedging…

Customer Barclays Business Barclays 
Treasury

Cash Cash

Fixed rate Floating

1. The business executes an interest rate swap with Barclays Treasury

2. The floating rates net off, resulting in a fixed margin for the business

3. Barclays Treasury hedges the Group’s net position with the market

6

7

Interest rate risk hedged

• The result is fixed rate interest income and cost for the business. 
The interest rate risk has been transferred out of the bank

Floating

Fixed

6

5

Rate Interest cost Interest 
income

Interest rate swap
Day 1 margin

Pay floating Receive fixed

5.25% 0% 5.25% -5.25% 4% 4%

7.25% 0% 7.25% -7.25% 4% 4%

3.25% 0% 3.25% -3.25% 4% 4%

Market

Floating Fixed7

3

5

 

 

Now on slide 6, we show how the picture is changed through structural hedging and set out the resulting 

stabilisation of margins over time. 

In “step 5”, as marked on the slide, the business passes the interest rate risk to Treasury and Treasury 

executes a term receive fixed and pay floating swap. 

In “step 6” the floating rate income from the central bank cash and the pay leg on the swap offset, resulting in 

a fixed rate interest income for the business at that point in time. 

The margin remains stable, and will remain there for some time, even as the bank rate moves. 

In “step 7” Treasury then hedges the Group’s net position across all these portfolios, thus transferring the 

interest rate risk to the market. 

This scenario is stylised, and in reality, there are many businesses with different products and different 

behavioural profiles. 

Some commentators have pointed out that, although the hedge is often referred to as a “tailwind” in that it 

increases income, when rates are rising it has actually had the effect of dampening income compared to 

having no hedge in place. This is indeed the case – it is a hedge after all.  

The real benefit of the hedge arises when rates are falling (or are stable after a period of rising). Effectively 

the structural hedge has the effect of partially deferring the benefit of rising rates to later periods when this 

income is expected to be more valuable. 



 

Barclays Bank PLC is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority  
(Financial Services Register No. 122702).  
Registered in England. Registered No. 1026167. Registered office: 1 Churchill Place, London E14 5HP. 

Before I continue, it’s also worth a comment on how these hedges are accounted for and capitalised. These 

receive fixed swaps are entered into a hedge accounting relationship with floating rate assets on the balance 

sheet (either business loans or balances at central banks). The match of these cash flows means 

movements are taken to the cash flow hedge reserve and not taken to P&L. 

UK regulators use Pillar 2 to assess whether any unhedged risk remains in the banking book and if there is, will 

require capital to be held against it. For Barclays, this is assessed by using a VaR model to simulate exposures 

and apply capital to a tail scenario. If the hedge is operated and governed as a hedge then the swaps will be 

taken into account for this purpose, removing the need to hold as much capital against the banking book 

exposures.  

Another regulatory tool to be aware of is the “Supervisory Outlier Test”. This is a set of shocks that banks 

must apply to their banking books including certain hedges – the net capital at risk in these scenarios is not 

allowed to exceed 15% of Tier 1 capital. 

Both of these regulatory overlays give additional insights into why, in addition to the income smoothing, UK 

banks hedge in this way. As an aside, the supervisory outlier test is also a reason why an “SVB type” crisis is 

far less likely in Europe – the exposures involved in that event would have been well beyond regulatory 

appetite. 
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The structural hedge comprises numerous swaps, executed over time

1 Weighted average duration, assuming each swap matures evenly over the year |

Illustrative simplified example of a structural hedge

Date swap was executed 

Swap maturity date

Each block represents an interest rate swap:
• the height represents the notional
• the length represents the duration

 This example includes six 5-year swaps with the same notional value

 One swap has been executed each year, at the prevailing swap rate

Ref Date swap 
executed

Swap 
duration

Years to 
maturity

Swap 
notional

Illustrative swap 
rate

Year one 
income

5 years ago 5 years Matured £100 1% Matured

4 years ago 5 years 1 year £100 1% £1

3 years ago 5 years 2 years £100 2% £2

2 years ago 5 years 3 years £100 1% £1

1 years ago 5 years 4 years £100 3% £3

Today 5 years 5 years £100 5% £5

Total £500 £12

1
2
3
4
5

Illustrative outcomes

 Year one income: £12

 Year one average yield: 2.4%

 Average duration: 2.5 years1

6

4

T0T-5 T+5

4

5

6

3

2
1

 

 

The previous example showed a structural hedge at one point in time. 

In reality, the structural hedge will contain numerous swaps, executed over time. 

On slide 7, this example structural hedge includes six 5-year swaps, each with a £100 notional value. 

One swap has been executed each year, at the prevailing swap rate. 

At T-zero on our chart, the annual income in year one generated from this hedge would total £12, resulting 

in an average yield of 2.4% and an average duration of 2.5 years. 

This income is what is referred to as “gross structural hedge” income – the income from the structural 

hedge. 
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The hedges are executed so only a portion matures at any one time
Illustrative “caterpillar hedge” example

1. Average hedge yield is the average fixed 
yield received on all the interest rate swaps 
in the structural hedge

3. A new swap is executed onto the prevailing 
swap rate

4. The swaps in the hedge lock in net interest 
income in future periods 

4

2. Each period, part of the structural hedge 
matures 

T+5T-5 T0

2

T+1T+5T-5 1T0 T+6T-5 4T0

3

T+1

 

 

Turning to slide 8, the structural hedge is often called a “caterpillar hedge”. 

This is because each month, as shown in step 2, part of the hedge matures. 

But in step 3, a new trade is then entered into to maintain the overall duration – this hedge will result in a 

receive fixed position, contributing to a fixed income with certainty for each of the next periods, T+1, T+2, 

T+3 and so on. 

This causes the hedge profile to ‘creep forward’ a bit like a caterpillar, I like to think of the most recent receive 

fix cash flows running through the hedge programme over time like the undulation of a caterpillar. 

In the illustrative example, each swap is of the same duration. In practice, each period’s maturing swaps may 

be a combination of different historic duration swaps. 

At Barclays, whilst our average duration is 2.5 years and most of our hedging is at a 5 year tenor, we do hedge 

at a variety of points across the yield curve, including the 3 year and 7 year tenors, again to manage the 

duration profile of various portfolios. 

The maturity of the swaps will be rolled more frequently, for example monthly, creating a very granular re-

investment profile. 

The average maturing yields are therefore a blend of the various duration swaps and the forward hedge yield 

will be an averaged re-investment rate over time. 
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In Barclays, these swaps will also be across a number of different currencies reflecting where we have equity 

and deposit balances and will also be across different legal entities depending upon where the exposures sit, 

although clearly Sterling is dominant. 

 The use of swaps enables granular profiling for expected behaviour and provides flexibility to manage 

balance sheet changes through the monthly roll. This is a key differentiator to many US banks, which more 

typically structurally hedge through investment in fixed rate securities, which in my mind co-mingles liquidity 

risk management and interest rate risk management. It can be more difficult to adjust over time for balance 

sheet changes, and can be less transparent. 
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Higher swap rates can offset a lower structural hedge notional
As rates increase, rate sensitive deposits may migrate but the yield on swaps will increase

Ref Swap duration Years to 
maturity

Swap notional Illustrative swap 
rate

Annual income

1 5 years Matured £100 1% Matured
2 5 years 1 year £100 1% £1
3 5 years 2 years £100 2% £2
4 5 years 3 years £100 1% £1
5 5 years 4 years £100 3% £3
6 5 years 5 years £100 5% £5

Total £500 £12

Ref Swap duration Years to 
maturity

Swap notional Illustrative swap 
rate

Annual income

1 5 years Matured £100 1% Matured
2 5 years Matured £100 1% £1
3 5 years 1 year £100 2% £2
4 5 years 2 years £100 1% £1
5 5 years 3 years £100 3% £3
6 5 years 4 years £100 5% £5
7 5 years 5 years £100 4% £4

Total £500 £15

Day 1

Example 1: 100bps reduction in rates

Barclays’ average maturing yields are c.1-1.5% in FY24/25. At current rates, rolling the equity hedge alone (c.20% of the total structural hedge) 
would result in FY24 income > FY23

Illustrative example

 Maturing yields are currently 1%, whilst the current swap rate is 5%

 £100 of the £500 structural hedge is maturing each year

Example 1

 Despite a 100bps reduction in rates, NII increases

Example 2

 Despite a 10% reduction in total swap notional, NII increases

Ref Swap duration Years to 
maturity

Swap notional Illustrative swap 
rate

Annual income

1 5 years Matured £100 1% Matured
2 5 years Matured £100 1% £1
3 5 years 1 year £100 2% £2
4 5 years 2 years £100 1% £1
5 5 years 3 years £100 3% £3
6 5 years 4 years £100 5% £5
7 5 years 5 years £50 5% £2.5

Total £450 £13.5

Example 2: 10% reduction in notional

5

 

 

On slide 9, this example helps illustrate some of the points we have been making about the momentum 

nature of the hedge. 

Once it gets going on a trajectory, it has some resilience to marginal changes in rates and notionals. 

We start with the previous example we provided. From a rates perspective, in example 1 at the top right of 

the slide, we show that with a 100bps drop in rates, we still see a material increase in income – from £12 to 

£15. 

This is because of two factors, firstly the recent year of interest income continues to pay at the higher level 

and the new rates are still at a materially higher level than the low rates that are maturing. 

From a notional perspective, there is also resilience. 

 In example 2 on the bottom right of the slide, despite a 10% reduction in total notional to £450, NII would still 

increase over 10%. And even here, NII would be materially higher again in the following year as we would 

expect to roll the full £100, unless we had a further reduction in the total notional. 

From a maturing notional (or hedge roll) perspective, only 20% of the maturing notional would need to be 

rolled to maintain £12 annual income. As above, if there was stability in the following year the prior trend of 

increased income would be restored. I will add again that all of this is illustrative, but hopefully it is useful to 

understand the basic dynamics at play.  
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Structural hedge notional considerations
Banks structurally hedge the stable portions of exposures Q323 total deposits and equity to structural hedge notional1

1 Existing disclosure |

General principles
1. Exclude floating rate balances and items with a contractual 

maturity
2. Behavioural analysis removes volatile and concentrated balances
3. Additional outflow buffers provide protection from short 

term/seasonal or unexpected attrition

£56bn equity £50bn equity

£561bn 
deposits

£202bn 
deposits

£617bn

£252bn

Total deposits and
equity

Exclude floating
rate balances and

items with a
contractual

maturity

Behavioural
analysis

Outflow buffers Structurally
hedged

Barclays prioritises income stability. As such, the majority of the 
assessed capacity is hedged. This is in line with our approach of not 

taking a view on rates 

Current accounts
 Behaviouralised for stickiness and concentration risk
 Model a buffer for outflows and rate sensitivity

Equity
 Tangible cash equity is hedged

Managed rate deposits (MRDs)
 Instant access savings accounts
 Hedged based on the expected pricing pass-through (beta) 
 Behaviouralised for stickiness and concentration risk
 Model a buffer for outflows and rate sensitivity

5

 

 

Regulators across various jurisdictions provide guidance on interest rate risk in the banking book and what 

they look for in a structural hedge to ensure it is treated as a hedge for capital purposes. 

They generally expect that the hedge should be programmatic and with an objective of income smoothing. 

Whilst changes can be made to the hedge, they should be made within a framework, appropriately governed 

and generally infrequent. 

In that context, when building a structural hedge, there are two key considerations that we will briefly touch 

on: 

• The size of the notional hedged; and 

• The duration. 

Starting with the notional on slide 10. 

Banks structurally hedge the stable portions of balances that are expected to remain on the balance sheet. 

In general, there are three principles underpinning whether a balance is hedgeable or not, these are: 

• Firstly we exclude floating rate and contractual balances; 

• Secondly we undertake behavioural modelling to remove volatile and concentrated balances. The 

analysis focuses on concentration by customer type, business segment and balance. This 

determines the total hedgeable capacity; 
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• And finally, additional outflow buffers can be used to provide protection from short term, 

unexpected or uncertain attrition. 

We’ve also listed out three key products included in the structural hedge: 

• Firstly, current accounts which follow the principles just mentioned; 

• Secondly, managed rate deposits, which are instant access savings accounts, are hedged based on 

the expected pass-through, meaning that we only hedge the expected fixed rate portion; 

• And finally with Equity, only the tangible cash portion is hedged. 

As at Q323, Barclays’ total deposits and equity was £617bn. After factoring in all the considerations just 

mentioned, the total structural hedged notional was £252bn. 

There has been some discussion about how deposit dynamics might impact the size of the hedge and 

economic impacts. A consideration is the that the frequent roll of hedges provide an effective lever to adjust 

hedge size if needed. The size of the UK structural hedges has declined modestly given market deposit 

dynamics and potentially there is more of this to come. 

While there will be an income impact to this, as I noted earlier, there is some resilience built into the hedge at 

current rates and there is also some symmetry in how the dynamic between rates and balances play out. By 

this, I mean that if rates decline, we may expect to see less deposit movement. The impact will also depend 

on where the customer migrates to and whether this is to another deposit type not eligible for structural 

hedging within the bank or external to the bank. 
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Structural hedge duration considerations
Behavioural life Duration sensitivities

Weighted average life

Longer Shorter

Earnings 
volatility

 Lower, as the hedge takes 
longer to reprice

 Higher, as the hedge 
reprices faster

Benefit from 
rising bank 

rates
 Slower  Faster

Protection 
from falling 
bank rates

 Greater  Less

 Duration is dependent on the underlying product behaviour

o Equity typically has a longer duration than current accounts

o Current accounts typically have a longer duration than savings 

accounts

 This behaviour is modelled at a portfolio level and we manage the 

duration profile accordingly

 We achieve this through a basket of varying tenors of swaps

Barclays’ structural hedge average duration is c.2.5 years

5

 There are also regulatory expectations that hedging the balance 

sheet in this way requires a relatively stable duration

 This leads to infrequent changes in the portfolio duration

 

 

Turning to the duration of the hedge on slide 11. 

The first input into hedge duration is the expected behavioural life of the underlying balance being hedged. 

This is determined using historical customer behaviour data and effectively provides an upper bound to 

hedge life. 

Generally stickier deposit types will have a longer tenor, for example current accounts will generally be our 

longest tenor. 

In addition though, we will also consider, within deposit behaviour parameters, accepting that these cannot 

be perfectly calculated, the optimal duration for the hedge. 

 Generally this is within a reasonably tight range as there is a natural trade-off between the level of income 

protection that the hedge provides and how quickly it will respond to changes in rates. 

The hedge duration is evaluated on an ongoing basis to ensure it provides a profile that fits with our product 

characteristics and provides the best trade-off from an income smoothing perspective. 

Generally the shorter the hedge, the more quickly it will re-price at current rates – positive in a rising rate 

environment. 

 Barclays’ structural hedge average duration is circa. two and a half years and this has ranged between two 

and a half and three years in recent times.  
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Performance of the structural hedge over time

1 UK Pound Sterling SONIA OIS Zero 5 Year Point (Refinitiv: GBPOIS5YZ=R). Series starts 30/07/2008 | 2 Trailing average of the last 6 month end yields |

The structural hedge smooths income and protects against sharp downwards movement in interest rates

During 2008-2009, the fall in interest rates from 5% to 0.5% could have reduced the income on our rate insensitive current accounts by 90%. In 
fact, our income decreased less than 5% over this period, which was supported by having hedges in place

-1%

0%

1%

2%

3%

4%

5%

6%

Dec 07 Dec 08 Dec 09 Dec 10 Dec 11 Dec 12 Dec 13 Dec 14 Dec 15 Dec 16 Dec 17 Dec 18 Dec 19 Dec 20 Dec 21 Dec 22

5YOIS BoE Bank Rate Barclays' structural hedge yield1 2

 

 

Turning to slide 12, the outcome of all of these actions is that the structural hedge smooths income and 

protects against sharp downward movements in interest rates. 

During 2008-2009, the fall in interest rates from 5% to 0.5% could have reduced the income on our non-

interest bearing current accounts by 90% without a structural hedge programme.  

In fact, our income decreased less than 5% over this period, which was supported by having hedges in place. 
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1.8 1.7 1.4
2.2

3.6 3.4
2.6

FY19 FY20 FY21 FY22 FY23 FY24 FY25

1.08% 0.94% 0.69% 0.87%

Q323
1.54%

Q323 Barclays structural hedge disclosure

1 UK Pound Sterling SONIA OIS Zero 5 Year Point (Refinitiv: GBPOIS5YZ=R) | 2 Refers to the impact to NII of hedges that have already been executed |

Another quarter of locking in future gross hedge income

Gross hedge 
income (£bn)

Q323

Total £171bn £188bn £228bn £263bn £252bn

Product £131bn £145bn £183bn £215bn £202bn

Equity £40bn £43bn £45bn £48bn £50bn

GBP 5yr swap 
rate1

Average 
hedge yield

Locked 
in2

0.67% -0.01% 1.05%

4.06%
Q323
4.57%

>95%
locked in

 >95% of expected income (c.£3.6bn) locked in for FY23 

• £3.3bn at H123

 c.£3.4bn of income locked in for FY24 

• £3.0bn at H123

 At current rates, rolling the equity hedge alone would 

result in a FY24 income of >£3.6bn

 Hedges maturing at c.£50-60bn annually in FY24/25, with 

average maturing yields of c.1-1.5%

 Average duration across the programme of c.2.5 years

 Two-thirds of gross hedge income within Barclays UK

Hedge 
notional

(period end)
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Onto slide 13, we arrive back at the structural hedge disclosure that Barclays provided in Q3, showing: 

• The hedge notional; 

• Average yield; 

• And the gross hedge income since 2019, including the amounts that are locked in for 2024 and 

2025 based on hedges we have already executed. 

But we hope that this presentation has provided some useful background to this slide. 
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Summary
The structural hedge reduces interest rate risk and smooths net interest income over the interest rate cycle

Banks generally seek to hedge balances back to floating rate

We are currently in the upturn portion of the interest rate cycle, and gross structural hedge income  has been growing
Q323 YTD gross structural hedge income of £2.6bn represented 13% of Group income 

Hedging reduces the income volatility that businesses would otherwise experience 

The operating of the hedge is a granular set of receive fixed swaps that offset the pay fixed of structural 
hedge balances and is rolled on an ongoing basis providing a smoothed interest rate profile

The hedge effectively defers some of the margin benefit from the recent sharp rise in interest rates to 
future periods when it will be more valuable

Structural hedging is undertaken on fixed rate or rate insensitive liabilities that are challenging to product 
hedge
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Turning finally to slide 14,to summarise our key messages today on the structural hedge. 

Firstly, banks generally seek to hedge balances back to floating rate. 

Structural hedging is undertaken on fixed rate or rate insensitive balances that are challenging to product 

hedge as they have no fixed maturity. The largest balances are current accounts, managed rate savings 

accounts and equity. 

Hedging reduces the income volatility that businesses would otherwise experience given mismatches 

between their assets and liabilities and it also manages capital add-ons that would otherwise apply in Pillar 2. 

In practise, the hedge consists of a granular set of receive fixed swaps that offset the pay fixed nature of 

structural hedge balances. These swaps are rolled on an ongoing basis, providing a smoothed interest rate 

profile. 

We talk about the income from the structural hedge as the gross income given the offset between pay float 

and floating rate assets and at this point in the cycle, this income growth is relatively robust to changes in 

rates and balances given its momentum properties. 

The hedge effectively defers some of the margin benefit from recent sharp rise in interest rates to future 

periods when it is expected to be more valuable. 

The hedge provided major support to income in 2008-09 as the Bank Rate reduced and the hedge should 

continue to support Barclays NII going forward.  
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Thank you for listening and I hope that you found the presentation helpful. 

I will ask the operator in a moment to open up the call for questions. 

Before I do, I want to make clear that this event is what it says on the tin… it’s an education session on the 

structural hedge, and so I will be taking questions solely related to this content. 

You will, I know, understand that there is no intention here to go beyond the disclosure boundary established 

at our Q3 results. 

Operator, over to you. 
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Disclaimer 

Important Notice 

The terms Barclays or Group refer to Barclays PLC together with its subsidiaries. The information, statements and opinions contained in this presentation 

have been provided by Barclays solely for use at this presentation. By attending this presentation, or by reading this document, you agree to be bound by 

the limitations set out below. This presentation does not constitute or form part of, and should not be construed as, an offer, solicitation or invitation to sell 

or issue, or any solicitation of any offer to purchase or subscribe for, any securities or other financial instruments of Barclays or any of its subsidiaries, nor 

shall any part of it nor the fact of its distribution form part of, or be relied on in connection with, any contract or investment decision relating thereto.  

This presentation has not been independently verified and no representation or warranty, either express or implied, is made as to, or given by or on behalf 

of Barclays or any of its subsidiaries, or any of such person’s respective directors, officers, employees, agents, affiliates or advisers, as to, and no reliance 

should be placed on, the fairness, accuracy, completeness, correctness or reliability of the information contained herein. All information presented or 

contained in this presentation is subject to verification, correction, completion and change without notice. It should not be regarded by recipients as a 

substitute for the exercise of their own judgment. In giving this presentation, neither Barclays nor any of its subsidiaries, or any of such person’s respective 

directors, officers, employees, agents, affiliates or advisers, undertakes any obligation to amend correct or update this document or to provide the 

recipient with access to any additional information that may arise in connection with it. It is not the intention to provide, and you may not rely on this 

document as providing, a complete or comprehensive analysis of Barclays or any of its subsidiaries’ financial or trading position or prospects. The 

information contained in this document should be considered in the context of the circumstances prevailing at the time and has not been, and will not be, 

updated to reflect material developments which may occur after the date of the presentation. Barclays accepts no responsibility for any losses howsoever 

arising, directly or indirectly, from this presentation or its contents. The material contained in this presentation is presented solely for information purposes 

and is not to be construed as providing investment advice. As such, it has no regard to the specific investment objectives, financial situation or particular 

needs of any recipient. There may be material variances between estimated data set forth in this presentation and actual results, and between the data set 

forth in this presentation and corresponding data previously published by or on behalf of Barclays. 

Forward-looking Statements 

This presentation contains certain forward-looking statements within the meaning of Section 21E of the US Securities Exchange Act of 1934, as amended, 

and Section 27A of the US Securities Act of 1933, as amended, with respect to the Group. Barclays cautions readers that no forward-looking statement is 

a guarantee of future performance and that actual results or other financial condition or performance measures could differ materially from those 

contained in the forward-looking statements. Forward-looking statements can be identified by the fact that they do not relate only to historical or current 

facts. Forward-looking statements sometimes use words such as ‘may’, ‘will’, ‘seek’, ‘continue’, ‘aim’, ‘anticipate’, ‘target’, ‘projected’, ‘expect’, ‘estimate’, 

‘intend’, ‘plan’, ‘goal’, ‘believe’, ‘achieve’ or other words of similar meaning. Forward-looking statements can be made in writing but also may be made 

verbally by directors, officers and employees of the Group (including during management presentations) in connection with this presentation. Examples of 

forward-looking statements include, among others, statements or guidance regarding or relating to the Group’s future financial position, income levels, 

costs, assets and liabilities, impairment charges, provisions, capital, leverage and other regulatory ratios, capital distributions (including dividend policy and 

share buybacks), return on tangible equity, projected levels of growth in banking and financial markets, industry trends, any commitments and targets 

(including environmental, social and governance (ESG) commitments and targets), business strategy, plans and objectives for future operations and other 

statements that are not historical or current facts. By their nature, forward-looking statements involve risk and uncertainty because they relate to future 

events and circumstances. Forward-looking statements speak only as at the date on which they are made. Forward-looking statements may be affected 

by a number of factors, including, without limitation: changes in legislation, regulation and the interpretation thereof, changes in International Financial 

Reporting Standards and other accounting standards, including practices with regard to the interpretation and application thereof and emerging and 

developing ESG reporting standards; the outcome of current and future legal proceedings and regulatory investigations; the policies and actions of 

governmental and regulatory authorities; the Group’s ability along with governments and other stakeholders to measure, manage and mitigate the impacts 

of climate change effectively; environmental, social and geopolitical risks and incidents and similar events beyond the Group’s control; the impact of 

competition; capital, leverage and other regulatory rules applicable to past, current and future periods; UK, US, Eurozone and global macroeconomic and 

business conditions, including inflation; volatility in credit and capital markets; market related risks such as changes in interest rates and foreign exchange 

rates; higher or lower asset valuations; changes in credit ratings of any entity within the Group or any securities issued by it; changes in counterparty risk; 

changes in consumer behaviour; the direct and indirect consequences of the Russia-Ukraine war on European and global macroeconomic conditions, 

political stability and financial markets; direct and indirect impacts of the coronavirus (COVID-19) pandemic; instability as a result of the UK’s exit from the 

European Union (EU), the effects of the EU-UK Trade and Cooperation Agreement and any disruption that may subsequently result in the UK and globally; 

the risk of cyber-attacks, information or security breaches or technology failures on the Group’s reputation, business or operations; the Group’s ability to 

access funding; and the success of acquisitions, disposals and other strategic transactions. A number of these factors are beyond the Group’s control. As a 

result, the Group’s actual financial position, results, financial and non-financial metrics or performance measures or its ability to meet commitments and 

targets may differ materially from the statements or guidance set forth in the Group’s forward-looking statements. Additional risks and factors which may 

impact the Group’s future financial condition and performance are identified in Barclays PLC’s filings with the US Securities and Exchange Commission 

(SEC) (including, without limitation, Barclays PLC’s Annual Report on Form 20-F for the financial year ended 31 December 2022 and Interim Results 

Announcement for the six months ended 30 June 2023 filed on Form 6-K), which are available on the SEC’s website at www.sec.gov.  

http://www.sec.gov/
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Subject to Barclays PLC’s obligations under the applicable laws and regulations of any relevant jurisdiction (including, without limitation, the UK and the US) 

in relation to disclosure and ongoing information, we undertake no obligation to update publicly or revise any forward-looking statements, whether as a 

result of new information, future events or otherwise. 

Non-IFRS Performance Measures 

Barclays’ management believes that the non-IFRS performance measures included in this presentation provide valuable information to the readers of the 

financial statements as they enable the reader to identify a more consistent basis for comparing the businesses’ performance between financial periods 

and provide more detail concerning the elements of performance which the managers of these businesses are most directly able to influence or are 

relevant for an assessment of the Group. They also reflect an important aspect of the way in which operating targets are defined and performance is 

monitored by Barclays’ management. However, any non-IFRS performance measures in this presentation are not a substitute for IFRS measures and 

readers should consider the IFRS measures as well. Non-IFRS performance measures are defined and reconciliations are available on our results 

announcement for the period ended 30 June 2023. 


